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I most firmly believe that passenger rail can 
again have an historic impact upon our coun- 
try. But, from my vantage point, its develop- 
ment must always be managed like a business, 
with bottom-line imperatives, rather than as a 
social program where measurements of effec- 
tiveness are inevitably more intangible, more 
diffuse. I honour the national-interest impera- 
tives in running a passenger railway for 
Canada. Yet I believe we will all get more 
satisfaction if VIA’s efforts are also directed by 
that measurement of cost versus revenue so 
traditional to entrepreneurship. We will all 
make better decisions and deliver a better and 
more economic service. Our customers will be 
better satisfied. And satisfying our customers’ 
travel needs — not running trains —1s, finally, 
the business that VIA is really in. 
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modernizing Canada’s national passenger rail 

service is, of course, a welcome phenomenon to 
the managers of the crown corporation charged with 
delivering that service. It is almost as though those 30 
years of disinterest and neglect are being swept away by 
widespread and vocal public enthusiasm from many 
quarters, for modernizing a system which many believe 
will be crucial to Canada in the decades ahead. 

We at VIA know well the degree of public support 
the passenger rail service now enjoys, just as we know 
the degree of disappointment on the part of the public 
when VIA fails to deliver. Our attitudinal research over 
the past eight months has shown us clearly that Cana- 
dians want and need a modern service and are prepared 
to underwrite the high costs of modernization. Indeed, 
they may be impatient of delays. 

So let us not seek to apportion blame for those 
years of neglect, but rather confidently chart our firm 
course for modernization by clearly defining the com- 
.plex, interacting issues which can inhibit renewal and 
how they must be tackled if we are to make more than 
cosmetic improvements to this great national asset. 

It is, however, worth briefly reviewing the climate 
in which we at VIA set out on this great adventure. 


r | NHE renascent public interest in the importance of 


VIA’s viewpoint 

We see a corporation whose historic market has 
been shrinking dramatically since the competitive ad- 
vent of the automobile, bus and airplane. We see an 
ageing, costly fleet of vehicles which has had to be 
expensively refurbished to extend its useful life. We see 
vehicles of new Canadian design coming into use, but 
with the inevitable breaking-in problems which almost 
always accompany innovation — particularly since the 
Canadian industry has built hardly any new trains, other 
than commuter coaches, since the 1950s. Innovation is, 
therefore, largely new to this generation of passenger 
railway people. We also see a complex and demanding 
search for a new generation of railway vehicles which 
will operate more quickly but economically in the cir- 
cumstances of the 1990s and beyond. We see a search 
for considered strategies to put the bulk of our capital 
development where the bulk of our potential traffic is 
concentrated. Yet there are also imperatives which 
require that we consider modernizing unprofitable 
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services in the national interest in the less densely- 
populated parts of Canada. 

National unity demands a measure of national 
balance in passenger rail investment. Our planning 
must be selective, yet sensitive to the national interest 
or our efforts could be divisive. We’re even seeking to 
negotiate agreements with our competitors to locate in 
multi-modal terminals to serve the public better. We 
believe this will make the overall public transportation 
system more accessible. In seeking to attract customers 
away from their private cars, we need to make inter- 
modal exchanges as attractive as possible. We are in the 
travel business, sharing a right-of-way with another 
large and economically-important rail traffic stream 
—it’s called freight. Freight competes for time and 
space on the largely single tracks we share, as it does 
over the communications systems of Canada’s rail- 
ways. We are working with the two freight railways to 
get the best deal for passenger traffic. 

As we enter this renaissance of passenger rail in 
this country, appropriately enough we are closing in on 
the 1986 centennial of Canadian passenger rail reaching 
the Pacific. That historic event played a fundamental 
role then in welding our country together. So we face 
this past and these legacies as we look to the future. 


Elements in the renaissance 

By way of demonstrating several aspects of that 
renaissance, VIA is now dealing very directly with the 
core problem of reliability (and therefore, on-time per- 
formance) by building a $306 million national network 
of maintenance centres which will undoubtedly 
enhance the quality of our maintenance work, improve 
reliability and, incidentally, reduce our costs by $55 
million a year. 

VIA is now engaged in a massive program of 
training for all its employees, designed to enhance — in 
a very personal way —the service we deliver to cus- 
tomers. How our front-line employees behave with 
passengers considerably affects passengers’ views of 
our service and their enjoyment of it. 

One of VIA’s key cost problems has been that it 
inherited staffing patterns established decades ago. 
Faced with the specific mandate of improving effi- 
ciency, effectiveness and economy of the passenger rail 
business, one of VIA’s key objectives is to rejuvenate 
labour practices to today’s standards while at the same 
time improve working conditions and serve the public 
better. The fact that many of the people in passenger rail 
are employed by CN and CP makes this more complex 
to achieve. But still they are critical to fulfilling our 
mandate. 

VIA is now bringing into service its second order 
of LRC vehicles for the Québec-Windsor Corridor, to 
modernize that service further with new vehicles. This 
Canadian-designed train has experienced teething 
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problems, as I shall discuss a little later, but the degree 
of customer satisfaction with it is certainly remarkable. 

VIA has now embarked on a fundamental study of 
its Eastern and Western Transcontinental services, with 
a view to charting their future and how these historic 
services can be modernized to serve their markets best 
at the lowest effective cost. 

In parallel with this study, in partnership with 
Bombardier Inc., the maker of the LRC, and UTDC, an 
Ontario government-owned corporation, specializing 
in advanced transportation systems, we have begun the 
development process for the prototype of a new train 
designed to serve our light-density routes in Atlantic 
and Western Canada. This project may well also 
provide the core of a vehicle for re-equipping our great 
Transcontinental trains. If at all possible, we seek com- 
patibility between the light-density trains and our 
Transcontinental trains in our future. 

Finally, in 1983, VIA has at last achieved a finan- 
cial turn around. Our actual demands on the govern- 
ment were $93 million below budget and 1983 was the 
first year our demands hardly increased over the pre- 
vious year. And, for the first time, we were substan- 
tially below budget. The hemorrhaging has been stop- 
ped. In fact, when all the adjustments to VIA’s 1983 
accounts are made — and this will only be seen in our 
1984 annual report—we expect our demands on the 
public purse will prove to be even less. 


The bottom-line and the national interest 

These are some concrete examples of VIA’s re- 
naissance. They are designed to bear fruit in a national 
modernization plan, with a balance between serving the 
potentially-profitable high-density concentrations of 
traffic in the central Québec- Windsor Corridor and the 
light-density routes of Atlantic and Western Canada. 
As you see, we always have one eye on the bottom-line 
and another on the national interest. In the Central 
Corridor, we can envisage a profit from the operation of 
high-speed trains. In Atlantic and Western Canada, we 
are planning to supply the best possible service at the 
lowest possible deficit. Both imply a bottom-line ap- 
proach, but the nature of the ‘‘profit’’ from each is 
evidently different. 

Perhaps the most far-reaching evidence of the 
renaissance of passenger rail lies in the study of high- 
speed passenger rail in Canada we have just completed 
and delivered to the federal Minister of Transport. 
Here, we seek to catch up with such countries as 
France, Britain and Japan, where high-speed passenger 
rail is already a reality. Our three-year $5 million study 
concludes that modernization of the Central Corridor 
(with very high-speed service between Montréal, 
Ottawa and Toronto and modern and improved LRC- 
type service from Québec to Montréal, and Toronto to 
Windsor) can, with an appropriate debt-equity ratio, 


return its capital and interest and operate at a surplus. 
Since over half of our national passenger rail traffic 
potential lies in this corridor, this is an important find- 
ing from any point of view— whether that of service to 
customers or the bottom-line. 

I shall discuss this study later in this brief. It does 
provide a considered and imaginative outline plan to 
serve at least half or more of Canadians with modern 
high-speed passenger rail service, which could equal 
the pioneering French and Japanese achievements in 
this area. It needs to be fleshed out with detailed engi- 
neering design and costs before a final national decision 
by government can be made to proceed with it. 


Customer service is the key 

Earlier I mentioned the key importance of cus- 
tomer service. Our efforts here go far beyond simply 
training our employees, important as that is. The whole 
corporation is now set upon a marketing orientation, in 
which the question is invariably posed: ‘‘How can we 
best satisfy our customers’ needs?’’ This is the essence 
of marketing. A marketing-minded philosophy is now 
permeating the whole VIA organization and not merely 
VIA’s marketing department. Our new equipment will 
be designed with the customer in mind. Our new serv- 
ices are based on careful customer research and consul- 
tation. A program of opinion and attitudinal research, 
with frequent tracking studies, tells us what our cus- 
tomers really think of us and our services and how they 
would like to see them modernized and improved. This 
spirit of consultation, self-examination and renewal 
must, in the end, be the keynote of modernizing Cana- 
da’s passenger railway. We are working for the rail 
passenger, not for the system. That is our orientation. 

We are also modernizing management and man- 
agement’s tools. Let me provide just one example. In 
its short history to date, one of VIA’s core management 
problems has been to discern and understand its true 
costs, especially those charges from CN and CP which 
represent such a large portion of our total operating 
expenses. Beyond that, the challenge has been the 
correct allocation of these costs, so as to appraise cor- 
rectly the true cost of each route and each train, its 
revenues and the resultant operating profit or loss. 
Without this valuable information, VIA management 
cannot be fully effective—it would be partly flying 
blind. We are now gaining more information (and more 
detailed information) from the two railways. It is being 
fed into a new and sophisticated computerized VIA 
management information system, which will soon 
provide a very detailed portrait of the complex opera- 
tions of VIA in profit-and-loss terms, product by 
product. 

VIA is also seeking to recover those assets of the 
passenger rail service which are vital to its effective 
operation and which were never transferred to the new 


corporation when VIA was created in 1977 to operate 
Canada’s passenger rail service. I refer, of course, to 
the stations through which our passengers pass to join 
and leave our trains. Here we are at present the tenants 
of the operating railways. We are now in discussion 
with CN, CP and Transport Canada about a plan to 
transfer all the key stations to VIA’s control and man- 
agement. It is, after all, at the stations where our 
passengers experience a good part of their contact with 
us. For customer service and cost-effectiveness alike, 
we find it essential to control these vital service points 
and manage them from our perspective of our service 
to our customers. We have plans for physical modern- 
ization to improve service there — and particularly for 
physically-disadvantaged and other special-needs 
passengers. 

When I speak of the renaissance of passenger rail 
in Canada, therefore, it is not rhetoric. In each of the 
areas I have described, purposeful steps are now being 
taken, as matching elements in a careful, interlocking 
national plan, to bring Canada’s passenger rail service 
into the 1980s and 1990s. We are thus seeking to over- 
come the effects of three decades of decline by planning 
for the twenty-first century. At the centre of the plan are 
the needs of our passengers. As the saying is, we are 
market-driven. 

However, it should be apparent that these steps 
will not all come to fruition in the next 24 months. They 
cannot. A passenger railway is a large and complex 
institution, particularly when it shares its tracks with 
large volumes of freight traffic. These initiatives, 
which have varying deadlines, almost all require years 
to plan and implement— in some cases, as much as a 
decade. It is reasonable that they be fitted into an 
integrated, nation-wide passenger transportation sys- 
tem. We feel passenger rail has a vital, modern role to 
play in such a system. But action is required now, 
because of long lead-times. 


Special-interest group enthusiasm 

VIA welcomes the growing public interest in the 
passenger rail service, and in particular, the enthusiasm 
of certain special-interest groups, who are so strongly 
advocating modernization of passenger rail in this 
country. However, certainly we (and perhaps they) 
would be doing the nation a grave disservice if we were 
to put it about that there are simple ‘‘quick-fixes’’ to 
our problems or that simply throwing money at our 
problems alone will solve them. 

To be a realistic enthusiast for passenger rail, one 
must also understand the extraordinary complexities of 
operating and modernizing a long-neglected system 
which has for many years been dominated by the im- 
peratives of freight rail. One must also appreciate that 
VIA is in the travel business — not in the business of 
running trains. There is a key difference of both outlook 
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and emphasis here. One must also realize that while 
passenger rail clearly deserves the track priority, one 
cannot totally disrupt the freight rail service which is so 
important to Canadian economic life and Canadian 
exports. Freight and passenger rail must neatly fit to- 
gether as they share the infrastructure efficiently. That 
is much easier said than done, by the way. 

Enthusiasts for passenger rail very properly de- 
mand new vehicles to modernize our service, but they 
often become impatient with the necessity of long de- 
velopment and testing periods. My recent experience 
has convinced me beyond any doubt that Canada cannot 
rush new rail vehicles into revenue service without a 
proper research and development investment, unless it 
wishes to face high costs and considerable customer 
disappointment at the outset. So, much as I welcome 
this enthusiastic support from such groups, I hope it 
will always be tempered by realism, knowledge and 
understanding that there is a price to be paid — in time as 
well as money—for modernizing passenger rail 
properly. I, for one, am simply not prepared to raise 
public expectations and then face the wrath of both the 
public and such interest groups if we fail to deliver the 
goods. 


VIA’s two imperatives 

Another important area of misunderstanding 
needs to be set straight. VIA has two imperatives and 
often they are not in parallel and may actually seem to 
conflict. As a commercial crown corporation, we are 
rightly expected to manage on a bottom-line 
basis — that is, towards a profit. Certainly the concern 
over our deficit underlines this imperative clearly. At 
the same time, however, we are expected to manage 
services in the national interest—such as the Eastern 
and Western Transcontinentals, the light-density serv- 
ices and the remote services— which will almost cer- 
tainly never be profitable. The ‘‘profit’’ here lies in 
serving the public interest well—economically and 
effectively. 

For example, in 1983, the Eastern and Western 
Transcons lost about $195 million with a loss per- 
passenger-mile of 40 cents. The light-density services 
lost $63 million (or almost 50 cents per-passenger- 
mile). And the remote services ran up losses of $55 
million, with a per-passenger-mile loss of 96 cents. 
Only the Québec-Windsor Corridor (with a loss of 
about $156 million) came anywhere close to being 
profitable, with a 22 cents per-passenger-mile 
loss — the lowest in the VIA system. 

I am certainly not suggesting that these three 
national-interest services should be abandoned. Far 
from it. I am simply pointing out that the government 
requires VIA to run these services in the national inter- 
est and pays us a subsidy to cover their respective 
deficits. Our obligation as managers is clearly to man- 
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age them better, with the lowest possible deficit and the 
smallest demand on the public purse. 

As a properly-managed corporation, then, VIA 
has an inescapable commitment to maximize the qual- 
ity of service and minimize these deficits. This is the 
bottom-line approach. But rarely do I hear some of the 
enthusiasts for passenger rail discuss the bottom-line 
impact of their proposals on VIA’s overall deficit. They 
talk of improved service or new equipment, which is all 
very well. But they hardly ever mention increased los- 
ses which may be implicit in these improvements. 
Realism is needed here, too. 

As Canadians, we simply have to face the true 
costs of running a modern passenger rail service in this 
huge country of ours, strung out as we are over 
thousands of miles, with a relatively small population, 
amid our deep winters. The lighter the density of traffic 
on a route, the more money it will lose and those losses 
would be increased further by improvements to equip- 
ment, infrastructure or service frequency. This is not to 
argue against such improvements, but rather to insist 
that we will need to face economic reality in discussing 
them. 

As VIA makes further strides into modernizing 
and mechanizing railway accounting, we will have 
accurate cost, revenue and profit-and-loss figures for 
each of our routes and the trains on them. We will also 
be able to predict accurately the cost of proposed trains, 
or other service changes. It is at that point the propo- 
nents of service changes will be able to see for them- 
selves the real price of actual or proposed national- 
interest activities, as will the government. Once again, 
let me emphasize that I am not arguing that VIA should 
drop or freeze all its national-interest routes. Certainly 
not. I am merely suggesting that our enthusiasm for 
expanding service must be tempered by economic 
reality — we call it the bottom-line. Then we will all be 
able to judge better whether annual subsidies of hun- 
dreds of dollars per passenger are really “‘worth it’’—in 
whatever terms we choose to measure this. We simply 
must keep score, for without that important and con- 
tinuing insight into reality, VIA’s deficit could just 
blossom and blossom and blossom. In my view, this is 
not acceptable — it is just not good business. 


Some major issues at VIA 

I would now like to deal, in some detail, with 
major issues affecting VIA, which are to some extent 
outside our control, or which need the support of Parli- 
ament and the government to make real progress. 

Few will question that VIA needs its own legisla- 
tive mandate to define its objectives clearly. If Parlia- 
ment were to enact a VIA Rail Act, it could give the 
corporation a clear guiding purpose which up till now, it 
has had to develop from directives from government 
and from its own experience. In the debate over such a 


piece of legislation, Parliament and the country would 
have the opportunity to understand and comment on the 
great issues which VIA is confronting. A national de- 
bate and a consultative process would be healthy and 
constructive. Meanwhile enquiries such as this by the 
Senate can prove most useful in bringing to light both 
the facts and the fancies of passenger rail. Above all, 
we need to hear from the passenger— the customer our 
service is designed to satisfy. 

This Committee may be interested to hear how we 
at VIA have sought to define our mandate in the ab- 
sence of a VIA Rail Act. We have, in effect, defined the 
strategic issues—the important problems and oppor- 
tunities — facing us. 

We see as our main challenges. 

.. providing sound management, thus ensuring that 
VIA’s funds are expended economically and effi- 
ciently, on value-for-money principles. 

.. providing quality service across the country. 

..undertaking the rapid modernization of the 
passenger rail service. 

.. redefining VIA’s legal and contractual framework 
to give the Corporation the authority to carry out its 
responsibilities for the passenger rail service. 


Strategies to meet challenges 

Our strategies are being developed to meet these 
issues and to fulfill our mission. Satisfying customer 
needs is at the core of all of these. 

Our relationships with the two operating se 
CN and CP, are absolutely critical both to any signifi- 
cant improvement in VIA’s financial results and its 
service to customers. However, there has been a certain 
lack of understanding over the inevitable differences in 
opinion between the three railways, amicable and 
highly professional as they have been. 

CN and CP are two of the largest, most capable 
and most advanced railways in the world, at the 
leading-edge of innovation in freight rail over long 
distances and in a difficult climate and notably in the 
carriage of resource commodities. As Canadians, we 
can be proud of our two great railways. However, their 
imperatives and VIA’s are quite different. The only real 
similarity between us is our respective bottom-lines. 
Like VIA, CN and CP presumably both strive to 
maximize profit, from their infrastructures, their 
vehicles, their people. But our objectives can clearly 
conflict when they concentrate on freight and we con- 
centrate on carrying passengers. Ideally, they would 
perhaps naturally want to put the passage of passenger 
trains over their rails second to freight, which is their 
principal profit-centre from rail. 

As you know, much more than half of VIA’s 
operating expenses stem from charges by the operating 
railways — for use of tracks, signalling systems, provi- 
sion of engineers, conductors and trainmen and vehicle 


maintenance charges. (In 1983, we will have paid the 
railways $380 million out of our total operating ex- 
penses of $638 millions.) It is, again ideally, in the 
interest of CN and CP to charge VIA as much as 
possible for their services to the national passenger rail 
system, with as large as possible a segment of their 
overall overheads also charged to those services they 
provide to us. For them, this is simply good business. 
But it may not be entirely such good business for 
VIA... 

Rather, it is in the interest of VIA and its share- 
holders to hold down CP and CN charges to a realistic 
level, with only the smallest possible degree of un- 
avoidable overhead charged to us and so, in turn, to the 
rail passenger. That’s the other side of the coin. 

Both sides in this equation are quite properly seek- 
ing to maximize their bottom-lines and, in principle, 
what could be more entrepreneurially sound? 

VIA’s problem, of course, is that for many of the 
services the railways provide to us there simply is no 
other supplier to balance the debate and offer an alter- 
native. There is no competition. Therefore, VIA needs 
to persuade, to negotiate, to calculate and, yes, to 
argue, in the effort to obtain better cost information 
from the railways and based on that, to negotiate more 
favourable charges. This effort is making progress. 

But it is surely more than a matter of argument, 
amicable though this is. Both parties— VIA and the 
operating railways — have to operate more efficiently, 
so that the cost of doing business with each other is, in 
fact, reduced. If VIA becomes, in many senses, a better 
customer, the railways can deal with us more efficiently 
and at less cost. If they operate more efficiently, their 
costs will be lower. If we plan for productivity together, 
greater productivity will reduce our mutual costs and so 
their charges to us. And means to share the productivity 
gains could-be found. 

This, of course, is just what is happening. A series 
of joint productivity task forces from the three com- 
panies is examining a variety of phases of our joint 
operations and savings are already being realized from 
better, closer operation and co-operation. This is a most 
welcome development. 


Sharing the tracks 

A key area of difference of opinion, if you want to 
call it that, is the sharing of tracks between freight and 
the passenger service. The operating railways’ impera- 
tive is obviously to move freight as efficiently and at the 
lowest cost possible. On the face of it, they do not yet 
have a true bottom-line incentive to move passenger 
trains as efficiently as possible. Why? Theoretically, 
their costs for doing so will be met by VIA, no matter 
what they are, under the terms of the Canadian Trans- 
port Commission’s Costing Order R-6313. However, 
there are now in force on-time performance incentives 
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for key services which do somewhat encourage the 
railways to give us better service. 

The fact is, however, that there are inherent diffi- 
culties in moving long, slow, heavy freight trains at 60 
mph efficiently over the same tracks as passenger trains 
at 95 mph (or even 125 mph, which is the theoretical 
rated speed of the LRC in ideal conditions). 

A good deal of the total Canadian rail infrastruc- 
ture and signalling system is single track and is de- 
signed more for freight than for passenger service. 
Sidings used when trains ‘‘meet’’ are often too short for 
today’s long freights. So it is often the passenger train 
which has to take ‘‘the hole’’—the term used for a 
siding in the industry. In territory controlled by auto- 
matic signals, passenger and freight trains are dis- 
patched so as to minimize total delays. However, since 
passenger and freight trains co-exist on the same track, 
it is inevitable that priority cannot always go to 
passenger trains. 


A welcome change-of-mind 

VIA is already paying for track and other im- 
provements designed to speed passenger trains, but 
even track improvement and maintenance can be a 
problem if they are not carefully scheduled to meet the 
needs of the passenger service and so delay our trains. 
This summer, we shall see some delays in the 
Québec- Windsor Corridor because of work programs. 
However, scheduling of work is now being refined with 
greater precision. We are seeing a welcome change of 
mind about the importance of the passenger rail service. 

Having said all this, let me state my view that a 
large measure of track dedicated solely to the passenger 
service is simply beyond Canada’s purse, except in the 
proposed very high-speed corridor between Montréal, 
Ottawa and Toronto, where our studies demonstrate 
such an investment would be economic. 

The future simply must lie largely in innovative 
improvements in the use of shared track which benefit 
from the very closest of co-operation between the 
freight railways and the passenger service, designed to 
enhance speed and comfort of passenger trains at an 
affordable cost. Speed and comfort improvements can 
win VIA more revenue from more passengers, but 
dedicated track needs very high densities of traffic 
indeed to pay its way. 

I am very encouraged by the progress VIA is 
making in its discussions with the two freight railways 
and I am optimistic that some speed and comfort im- 
provements can be made without inordinate cost. How- 
ever, these improvements will take time to discuss, to 
negotiate and to install. You simply cannot radically 
change the operation of this very large, multi-faceted 
and complex mechanism overnight. 

Improvement in the costs and the use the 
passenger service makes of the two railways’ assets and 
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services is really at the heart of the current negotiations 
over the operating agreements which link us. Here 
again, I am optimistic that we will reach better terms 
and conditions which will not merely lower VIA’s 
costs — important though that is — but actually provide 
our passengers with better service, also. An over-riding 
objective, whether it is the ownership and management 
of stations, the management of our new maintenance 
facilities or our basic relationship with the two rail- 
ways, is the cardinal principle that VIA must be master 
in its own house. For VIA management to be fully 
accountable to its board of directors and shareholders, 
we must be free to manage our bottom-line. If many of 
the key operations of our railway are in the hands of 
others, we cannot control cost, efficiency or perform- 
ance and thus we cannot wholly control our bottom- 
line. Divided accountability is not appropriate. To best 
serve our passengers, VIA must be in the driver’s seat. 


Equipment concerns 

Equipment is another major concern at VIA and I 
would like to give you our perspective on it. It is true 
that much of our equipment is 30 years old and some of 
it— like that of the Transcontinental trains — has diffi- 
culty in performing in extremely severe weather condi- 
tions. Its exposed steam pipes freeze at low tempera- 
tures as they have done for many years, often causing 
serious delays. One possibility is to convert the heating 
system of the Transcon equipment from steam to elec- 
tricity and this is now being studied. However, I should 
note that we estimate that the program of electrification 
for the Eastern Transcontinental alone could cost in the 
order of $75 million. This is a very considerable sum to 
be amortized over perhaps 15 years until new equip- 
ment can be developed, tested and put in revenue serv- 
ice to replace it. But it may still prove economical. 

Almost all our equipment has been refurbished 
completely. However, it is old and still subject to the 
predictable vagaries of old equipment. As I have indi- 
cated, our new network of maintenance centres will 
greatly improve both the reliability and the operating 
cost of this equipment, but that won’t make it new 
equipment. Replacement is one of the objectives of our 
prototype train program, which is designed to produce 
new vehicles for our light-density and transcontinental 
services in Western and Atlantic Canada. But we are 
absolutely determined to plan for a thorough develop- 
ment and testing period before placing new vehicles 
and motive power in revenue service. Hasty, premature 
use of insufficiently tested equipment is both costly and 
disappointing to the public. This would not be a good 
approach and VIA’s credibility could not withstand it. 

In the Central Corridor, we are purposefully work- 
ing through the teething problems of the LRC, which 
has the promise of becoming a really fine train when it 
is finally de-bugged. The present generation of LRC 


vehicles did not, in fact, spend a great deal of time 
being tested before they went into revenue service. 
Because the prototype LRC (called JVC 001) was run- 
ning as far back as 1972, people tend to assume that the 
test findings are entirely applicable to today’s LRC. In 
fact, there has been considerable change and evolution 
between that early prototype of 12 years ago and to- 


day’s VIA second-order LRC coaches now coming off 


the Bombardier production line at La Pocatière, 
Québec, and locomotives from Montréal. Even those 
forerunner LRCs, which were leased to our counterpart 
railway, Amtrak, in the United States, differ consid- 
erably from today’s VIA LRCs. The two styles of 
coaches have only 30 per cent in common, for example. 
(The Amtrak LRC locomotives and our own are about 
90 per cent comparable, however.) 

With that long stretch of time between 1968 — the 
date of the decision to develop that high-speed intercity 
passenger train—and today, it is not surprising that 
people forget that our VIA LRCs have only been in 
scheduled service for 23 months. Since we have to 
some extent been testing them in revenue service, it is 


_hardly surprising either that this sophisticated Canadian 


train has exhibited some ‘‘bugs’’ to be eliminated in 
those early months of operation. The early months of 
use are exactly when you expect the bugs to appear in 
any new system. 

Moreover, during the same period, we have been 
evolving highly innovative maintenance practices: at 
our new interim maintenance facility in Montréal. 
These are leading, with experience, to the design of our 
national network of new maintenance centres and the 
development of special maintenance schedules, 
methods and tools (again based on service experience). 
Some of these are designed from scratch, specifically 
for the LRC. They will undoubtedly improve the train’s 
performance. But we still have a way to go. 


Amtrak’s view of the LRC 

In collaboration between CN, our maintenance 
contractor, the LRC’s manufacturers and ourselves, 
modifications have been prepared and are being in- 
stalled to meet the “‘bugs’’ the LRC has developed in 
service. Again, such developments are quite normally a 
part of any newly-engineered system, let alone any new 
train. Our friends at Amtrak, by the way, in their 
evaluation report of May 1982 on their version of the 
LRC train, had this to say: 

‘*.. all new equipment goes through a period of 
start-up service problems and modifications. The LRC 
train is no exception, and it does not appear that the 
problems are any more extensive than other equipment 
received by Amtrak in the last 10 years.’’ That’s the 
view of an experienced user on the LRC. 

To the uninitiated, however, the performance of 
the LRC may seem unsatisfactory or disappointing, 


whereas, as I have said, new innovation brings with it 
the concomitant of service modifications to resolve 
problems discovered in service. That is what we are 
seeing now and remedies are being put in place. 

There is another aspect, upon which I should like 
to dwell with frankness. With the exception of small 
orders of Tempo and Turbo equipment in the sixties, 
Canada has not ordered new passenger rail equipment, 
other than commuter equipment, for 30 years and even 
then much of that was actually built in the United 
States, not Canada. 


An innovative Canadian train 

So in the LRC we are witnessing the development 
of a Canadian-designed, engineered and manufactured 
product, which itself has been part of a learning curve 
for those who make it, maintain it and operate it. It did 
not attract the level of research and development in- 
vestment which many countries have put into their new 
fast trains. Yet it remains an innovative train, with 
many new principles and features. One could easily 
argue that our teething troubles today are somewhat the 
price of innovating in Canada and providing employ- 
ment in Canada without large research and develop- 
ment costs. I, for one, believe that the price of buying 
Canadian is well worth paying. If we were to insist on 
buying off the shelf from outside Canada, we would 
never acquire our own development, design and man- 
ufacturing skills, to be applied to our peculiarly Cana- 
dian railway operating conditions, in our extraordinary 
climate. We would be totally dependent on foreign- 
owned coach builders — as is the U.S. railway industry 
at this moment, by the way. I therefore believe that we 
have a real stake in developing and encouraging a 
Canadian passenger railway supply industry. 

I would want to use substantially the same ap- 
proach in developing vehicles for very high-speed rail 
use in the Québec-Windsor Corridor when we ap- 
proach that question. It is true that the Japanese and the 
French have developed large reservoirs of tested 
technology in very high-speed electric trains, as well as 
in infrastructure and signalling systems. But neither 
country has our climate, nor— for that matter — our vast 
experience in electrical power transmission. So Cana- 
dian know-how is of key importance. We might hope to 
see the award-winning Canadian LRC coach adapted to 
very high-speed operation, for example. 

I would not expect to re-invent the wheel, but 
rather take into full account French and Japanese expe- 
rience in building and operating very high-speed elec- 
tric trains and their infrastructures. Indeed, we have 
already done this in completing the VIA feasibility 
study for high-speed passenger rail in the Québec- 
Windsor Corridor. The consulting arms of three na- 
tional railways—of Britain, France and Japan— were 
partners with their counterparts from CN, CP and VIA 
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and other Canadian firms in developing our findings. 
Their skills and knowledge were blended with ours. 
This just makes good business sense. 

I want to be sure that Canada develops the capa- 
bility for evolving, adapting and building those electric 
trains, not merely to reinforce our domestic railway 
supply industry for our own selfish VIA reasons, but 
also, perhaps, to equip it for exporting its new knowl- 
edge and skills. The Canadian market cannot be suffi- 
cient alone to sustain the healthy native railway 
manufacturing industry we at VIA need. We therefore 
have an obligation, within the parameters of prudent 
business and the bottom-line, to help Canada develop 
an export capability here. That is why a Canadian group 
of companies, managed by VIA, is developing the 
prototype train for our light-density routes, for exam- 
ple. 

It is in this context that we must weigh the devel- 
opment costs of the LRC trains and the Canadian trains 
that should come after them. On balance, I believe the 
facts will favour the ‘‘Buy Canadian’’ approach here, 
as elsewhere. 

When VIA’s re-equipment program is completed, 
then, I would expect to see four broad groupings of 
passenger rail vehicles and motive power in service 
across the land. 

For the intercity and remote services in Western 
and Atlantic Canada, I would expect to see a 
Canadian-designed and manufactured train, with a 
number of variations in coaches, to accommodate the 
particular needs of those light-density services. These 
will evolve from our present prototype program. 

For the Eastern and Western Transcontinentals, I 
would hope to see a variation of that basic prototype 
train, tailored to the specific needs of those services. 

In the Québec- Windsor Corridor, where we find 
so much of our present and potential traffic, I would 
expect to see LRCs running outside the Montréal- 
Ottawa-Toronto spine, with very high-speed electric 
trains, on dedicated tracks on that very high-density 
spine. As I mentioned, we might see an adaptation of 
LRC coaches running on the spine, tailored to this new 
use. 


Four approaches to VIA’s needs 

These four groupings of equipment would all have 
been developed in Canada, manufactured in Canada, to 
meet Canadian needs and the uniquely rigourous chal- 
lenges of operating a railway in the Canadian winter. 
They would, in short, be largely purpose-built, rather 
than simply adopted holus-bolus from someone else’s 
designs. Their development and construction, together 
with the specific infrastructure and signalling systems 
suitable for modern passenger rail service in Canada, 
will provide much employment for Canadians, plus the 
potential for exporting our skills and our experience. It 


page eight 


must always be remembered that most of the great 
passenger railways of the world generally do not have 
our distances or climatic extremes to cope with— we are 
evidently expert at that. For this reason alone, we need 
Canadian solutions to Canadian problems. 

I want to spend a few moments on our high-speed 


rail investigations in the Québec- Windsor Corridor, for : 


our recent work there is undoubtedly one of the most 
comprehensive studies ever made of any aspect of the 
passenger railway system in Canada. In it, as I have 
said, we had the very considerable expertise of France, 
Britain and Japan at our disposal to add to the great 
knowledge and experience of our own Canadian rail- 
way companies. 

We examined five options in the study and then 
developed a sixth, or ‘‘combination’’ option, based on 
the best economic return that could be projected. The 
basis of this combination option is that 300 km/h serv- 
ice cannot be economically justified throughout the 
Québec- Windsor Corridor. Therefore, we selected 
LRC service in the two Corridor flanks (Québec to 
Montréal and Toronto to Windsor), with very high- 
speed electric service, on dedicated tracks, between 
Montréal, Ottawa and Toronto. 

This combination option, we have concluded, 
could return its capital at interest and also operate at a 
surplus. It has been many years since any passenger 
railway project in Canada has been able to put forward 
profitable forecasts for a new service. None of us can 
probably remember the last occasion! 


The path to profit: volume 

The reason we can project a profit is, of course, 
that we will be able to handle a very large number of 
passengers at higher fares and lower costs. The high- 
speed link is forecasted to attract large numbers of 
passengers. Passenger rail needs these large numbers of 
passengers to be profitable. Electrification would 
provide us with lower costs, compared with diesel 
operation, although you pay for that in the capital cost 
of infrastructure. Our forecasts show long trains and 
high frequency would help amortize the capital. And 
we’ll use fewer train sets because of their high utiliza- 
tion in frequent and high-speed service. We can price 
ourselves better because our service will be better. 
That’s why we can foresee a profit from a transportation 
mode which has long been without profit. 

We forecast that by 1994, the first year of opera- 
tion, the very high-speed line would carry over 7 
million riders—more than VIA carried nationally 
altogether in 1983—and this number would almost 
double to nearly 14 million by the year 2018. (In 1983 
the Central Corridor carried somewhat over 2 million 
passengers. ) 

We estimate that the operating profit in that first 
full year of 1994 would amount to about $73 million 


and grow to more than $200 million by the year 2018. 
(In 1983, the Central Corridor will have shown a loss of 
over $155 million.) 

Our studies were backed by one of the most com- 
prehensive and rigourous transportation market 
analyses ever performed in Canada. We were aided by a 
well-tested, multi-stage, behaviourally-based demand 
model, which was calibrated from our Canadian con- 
sumer preference data, derived from our market sur- 
veys amongst 3,000 people. This data was used to 
prepare market-specific demand forecasts. These 
showed that VIA could obtain the best market penetra- 
tion on the Montréal-Ottawa-Toronto route, drawing 
extensive ridership from the private automobile and the 
airplane. 


Journey times will attract traffic 

Journey times would fall dramatically. 
Montréal-Ottawa would drop to an hour. Ottawa to 
Toronto would come within reach of two hours and ten 
minutes. Montréal to Toronto would become a highly 
competitive three hours and ten minutes. 

These fast journey times and a frequency of 14 
trains a day on that central spine would, we believe, 
prove very attractive to almost every kind of traveller. 
VIA would become very competitive. 

It’s an exciting project indeed, our high-speed rail 
corridor, particularly because it will be within reach of 
more than half of our potential passengers, plus those in 
Atlantic and Western Canada who often travel to and 
within Central Canada. You could argue that this is the 
economic heartland of a modernized passenger rail 
system for our country. It also has the virtue of being 
able to pay back its capital investment and operate at a 
surplus — usually regarded as a key measure of effi- 
ciency and effectiveness. And its unfavourable impact 
on our environment is minimal. 


Sufficient to support high-speed 

Contrary to some thinking, VIA believes the popu- 
lation of Central Canada is sufficient to support a very 
high-speed rail line. Even if it does not have the popu- 
lation densities of Japan, it is still in the ballpark of the 
Paris-Lyons Train a grande vitesse in France, which is 
making money. 

In addition to bringing the two extremities of the 
corridor, Québec and Windsor, closer together, we are 
adding Ottawa, the national capital, to the attractive 
power of our two major population centres, Montréal 
and Toronto. The total package will therefore serve 
about 13 million Canadians or about half our popula- 
tion. This is about the same as the immediate catchment 
area of the Paris-Lyons high-speed TGV line in 
France, which is already a financial success. 

I believe this approach will provide VIA with a 
sound core of modern customer service as well as a firm 


financial base from which to grow both in market pene- 
tration and service to its public. 

I believe that VIA’s future lies considerably (but 
by no means entirely) in the Québec- Windsor Corridor, 
for passenger rail is indeed a mass-transit mode and that 
is where the mass of our potential riders live. High- 
speed passenger rail is a true mass-transit solution. 

What is needed now is to set a national priority for 
passenger rail in Canada. According to Transport 
Canada, between 1969 and 1979, we spent well over 
$30 billion in building and improving our highway 
infrastructure until we have one of the best road systems 
in the world. In the same 10 years, even aviation has 
attracted over $5 billion for Canada’s airports and all 
the complicated infrastructure that aviation requires. 
During the same decade, by contrast, very little capital 
was invested in passenger rail. Our mode lay largely 
fallow. Now it is surely time to address the neglected 
resource of passenger rail transportation that when 
modernized, can take us economically and effectively 
into the twenty-first century, with a reduced depend- 
ence on fossil fuel, at costs which will fit the pocket- 
books of most Canadians. This is why I speak of a 
renaissance in passenger rail. 


An integrated national system 

To make the decision about such a national prior- 
ity, we must see it in the context of what the Minister of 
Transport has called an integrated nationwide 
passenger transportation system. We must first meas- 
ure the service to passengers and the return on our 
national capital that each mode of transportation can 
provide in the future, in the changing conditions we will 
face. How will the passenger be best served? We have 
to balance the bottom-line against national-interest 
considerations. We at VIA will undoubtedly have to 
receive subsidies from government to run those 
national-interest services at the least cost for the best 
value. But value for money should always be the order 
of the day—on every VIA service, profitable or not. 


Additional copies of this brief are available from 
Public Affairs, VIA Rail Canada Inc., 
Montréal, Canada H3A 2N4 
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Indeed, value for money should be the watchword of 
the integrated, nation-wide passenger transportation 
system as a whole, not just for passenger rail. 

As a key part of this integrated national system, 
passenger rail needs a new charter, with a national 
consensus. By that, I mean much more than just a VIA 
Rail Act. We need a national change of mind about 
passenger rail. We already have the evidence that the 
public wants an improved passenger rail system. The 
public wants us to modernize. Public use will increase 
with modernization, as passenger rail becomes more 
competitive with other modes. We are, of course, tak- 
ing dead aim at the private car, as the main form of 
transportation today. When we look elsewhere in the 
world, we see countries which have already moder- 
nized their passenger rail systems, some of them with 
very high-speed rail. Canada cannot afford to fall 
further behind. Surely passenger rail cannot be seen as a 
partisan issue, since the majority of Canadians already 
agree that it has a place in modern Canada and should be 
revitalized. It is a question of how and when. 

Passenger rail can again produce in Canada a new 
National Dream. Nearly 100 years ago, the Great Rail- 
way to the Pacific both opened up our country and 
bound it together with a ribbon of steel. In the 1980s 
and 1990s and into the twenty-first century, passenger 
rail can play a pivotal role in Canadian life, contributing 
both to a better society and national unity alike with 
modern transportation. 

I most firmly believe that passenger rail can again 
have an historic impact upon our country. But, from my 
vantage point, its development must always be man- 
aged like a business, with bottom-line imperatives, 
rather than as a social program where measurements of 
effectiveness are inevitably more intangible, more dif- 
fuse. I honour the national-interest imperatives in run- 
ning a passenger railway for Canada. Yet I believe we 
will all get more satisfaction if VIA’s efforts are also 
directed by that measurement of cost versus revenue so 
traditional to entrepreneurship. We will all make better 
decisions and deliver a better and more economic serv- 
ice. Our customers will be better satisfied. And satisfy- 
ing our customers’ travel needs—not running 
trains —is, finally, the business that VIA is really in. 


VIA Rail Canada 
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